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SUBJECTS 

Ri REYNOLDS/PHILLIP MORRIS 

CIGARETTE CONTRACTS 


There has been much confUston over the BJ Rbysolds and Phillip Morris cigarette display 
contiraets. Both of ihete prognuns allow our stores to etun substantial display money. 

Hie display money is applied dixecUy to the cigarette category^ thus Helping us achieve 
our gross margin dollar goal. The display moHey is paid directly to /^ooo by checl^t 
then divided up by store. Thrac permanent displays also generaia flex fbndt. These 
^ds are promotional money paid quarterly. They must be used to promote the category. 
For example, they can be used fot piioe wdactioiw, They are not given to Amoco in a 
lump payment, they must be used to promote the category. It Is extremely Impoitam to 
the success of the total store that we stay in compliance of these clgaiiotte programs. No 
* ftihw programs generate as cemch pirorootional jraoney as cigarettes Also, oigarattes are 
40 percent of our business, therefore these vendors arc paying substantial mot»y fbr dieir 
permanent displays. We must do everything ppBSibie to stay in CompUance, If that 
means removing candy displays off the counter, then icidovc them. Permanent candy 
dlspli^s genorata no money. 

When the cigarette contracts were oiiginslty sij^ed, not much time was spent to sec if 
they were compllmentaiy. In other words, covSd the stores pbysic^ly fit both the KJ 
Reynolds and Phillip Morris components aiouM tiw cage area. We. abo did not take into 
account if the two programs would void each either. For example, the Pbiilip Morris 
couUact calls for die competitor’s piemlura display to be 10 ftclngs tyide, two fhClves 
high. The RJ Reynolds original contract calls Sdt their premium display to be as large as 
Phillip Morris’ display, therefore the componehts of both contracts vdided each other out, 
[f the store was ineompllanee with RJ Reynoids, it wovdd automatloally be in non- 
compliance with Phillip Morris. I have spent a great deal of time woricing through these 
issues with gur clgweUc vendors. We have made revisions to our di^lsy contracts so 
that we will maximize our revenue potential, the following Is a brief outline on what 
ixeeds to be done at store level to be in compliance. 
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KJLREYTJQLDS 


Tbere aro tiuM compon«nts to tbe RJ Reynolcb dnplt^ contract. The monthly Aiodlng ia 
$ 120 for a self service prD£;ram and SS1 for a ^irtty program. 


1, Pull fficsa/Pj^mhini nij^^lfty 

RJ is authorized to have ft eight widd» two shelf display. This display must have a non- 
ittuininated header card. All Uluimnated cigna wilt be removed and replaced. 

2 . fiorftl Diaalay 

RJ is authorized to have a six wide, two shelf display. This display must have a non- 
itlumioatod header card. Titere do Idgor Donil displays cuncndy In the Stores. These 
displays will be removed and replaced with a smaller display unit. 

^ 3. Signage 

RJ Reynolds is authorized to have a peauanent sign inside the store. The sign will be 15 
inches high by 36 inches long. It will weigh a^roximately two pounds. RJ Reynolds 
has alio agreed to take back all neon tigna. 

In order fbr a store to receive payment, all three components must be in compliance. 
There are no partial payments, titorefbre if a store has both displays visible but no sign in 
the store, mere still is no payment for that mondi. 


PHILLg MOKM 

There are three components to the Phillip Morris display program. Salf'iervice diapUyi 
generate S251 per month. Security displeys generate $ 167 per moathf 

1 . Full Frific/PrcmiumJRigplfty 

Morris is authorized to have two, six wide, two shelf displays for a total of 24 ftcings. 
They are to sit side by side and must be displayed in the number one jkxdtioa at tha 
* chc^out. They ihotdd include Marlboro, MattU and Benson & Hedges. 

2 . Baaifl Diapliy 

Morris is aufoorized to have a two shelf, six wide display of Basic brands. 
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3. Signafe 


Moma has agreed to provide all stores with «][iew Marlboro price to bo hung {tom 
the celling over their i\ill margin displayi. Thioy are ourretitly producing the sigiu^ they 
ahould be delivered to Uie atorot in mid July, i 


Again, once the store receives their price sign^ jail three components must be in 
cotttpiiiince for a itoro to receive payment. Tnere ate no pottiol paymoata. 


SuromiiY 

All stores must have cither a sclf>scrv{cc or security display program at the checlcotlt. 
There ate suction cup displays available for Ki^ stores. Pleaso make every effort to 
^ have a self-service program. Total payments from both oompanies are $371 for self- 
service displays per month and $246 for socurify displays per month. A self-servloe 
display program generates an extra $ 1,476 per year over a security progmw. Please, do 
not jeopardize losing your money because of a Candy display or change maker. We have 
agreed with RJ Reynolds that all neon dgn removal and Doral display lehanges will be 
completed by August 31. These programs are r^dcil. If you have any questions, please 
coll me at 312-B56-2544. I have attached letters from RJ Reynolds thm authorize frieir 
people to make these changes. 
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